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RECRUITING SALESMEN IN THE SOUTH 


By 


C. W. Ehlers* 


No sales executive needs to be told that it has 
always been difficult to hire competent men. Never- 
theless, the statement is well worth stressing. At 
this time there is an extraordinary shortage of sales 
manpower, and unless sales and personnel mana- 
gers recognize this fact and give it full weight, their 
efforts to recruit salesmen are not likely to yield 
satisfactory results. 

In contrast to the short supply of sales talent 
is the urgent demand. A recent survey by Dun & 
Bradstreet, Inc., of 22,000 companies revealed that 
a great majority of established concerns was plan- 
ning to sell new products or enter new territories 
or use new channels of distribution. Every such 
move calls for new salesmen—in the aggregate, 
millions of them.! 

For the individual firm, continuous recruiting of 
salesmen is necessary at al] times in order to make 
replacements created by resignations, disabilities, 
deaths, and discharges, and to offset declining sales 
volume. Spasmodic recruiting is essential when 
decisions are made to introduce new products, re- 
vive the sales of established products, exploit new 
markets and open new territories, and undertake 
special promotions or educate dealers. 


THE NATIONAL RECRUITING PATTERN 


The purpose of this section is to compare the 
sources of salesmen as used on the national level 
with those used by selected representative firms 
in the South. As for the national recruiting ,attern, 
nearly 1,000 questionnaires were sent throughout 
the nation by the Dartnell Corporation to leading 
firms which employ salesmen. An analysis of these 
questionnaires revealed that new salesmen were 
secured as follows: one third of them through 


*Dr. Ehlers is Associate Professor of Marketing, Georgia State 
College of Business Administration. He is a member of the Atlanta 
Sales Executives Club and faculty advisor of Pi Sigma Epsilon, National 
Sales Fraternity. . 

1. See Sales Executive Handbook (New York: Prentice-Hall, Inc., 1953), 
p. 315. 


newspaper advertising; 16 per cent from within the 
organization; 12 per cent through recommenda- 
tions of older salesmen; however, less than 114 per 
cent of these firms secured new salesmen from 
colleges. 

The Sales Managers Handbook*® indicates that 
the preponderance of experience is decidedly against 
depending upon classified advertisements as a means 
of locating good salesmen, Aside from the experi- 
ence that most sales managers have had with clas- 
sified advertising for salesmen, which shows that 
the usual mine-run of classified advertisement ap- 
plicants is below par in ability and background, 
there is another serious objection to this method 
of recruiting salesmen, It requires too much time 
and work to weed out the undesirables. Most 
classified advertisements bring a flood of appli- 
cants either in person or by mail. The professional 
ad-answerers are legion. ‘hey are the type of peo- 
ple who seem constitutionally unable to hold any 
position very long. They are often the floaters and 
the advance seekers. Weeding out these applicants 
requires a lot of interviewing, scanning of many 
application blanks, and endiess investigation of 
references. 

As for recruiting salesmen from within the com- 
pany, there is no question that this method is more 


2. Sales Managers Handbook (Chicago: The Dartnell Corporation, 
1953), p. 631. 


3. Loc. cit. 





CONTENTS OF JANUARY REVIEW 
Recruiting Salesmen In The South - 
America’s Twentieth Century Industrial Revolution 
The Guarantee of Annual Wages 
Summary of Business Activity — 
Book Reviews 























NO. 1 


Page 2 


ATLANTA ECONOMIC REVIEW 


January, 1957 





effective than most other sources for the smaller 
organizations. Large organizations which maintain 
sales schools claim that it pays in the long run. 

Recruiting salesmen through the medium of old- 
er salesmen on the force is one of the best methods 
to build up a sales organization. The only objection 
is that a salesman is apt to recommend a relative 
or a friend, being influenced by his personal regard 
for the candidate rather than by his impartial 
judgment of him as a possible producer. 

Another source of salesmen is schools and col- 
leges which teach salesmanship or marketing. The 
very fact that the student has sufficient interest 
in selling to study it automatically classifies him 
as good potential material for a sales organization. 
This is especially true if, in connection with his 
studies, the student helped to defray the cost of 
his education by selling something, either while in 
school or during his vacations. 

Another indication of the sources of salesmen 
most frequently utilized on the national] level was 
revealed through a study made in 1955 by the 
American Management Association of 179 firms.‘ 
According to this survey the three most frequently 
used sources of salesmen by these 179 firms (ranked 
according to frequency of use) were: classified 
newspaper advertisements, references and con- 
tacts,° and employment agencies. Again newspaper 
advertisements ranked first in use; however, this 
source in many cases is less productive of high- 
quality candidates than other sources. For example, 
the May 15, 1953 issue of Modern Industry re- 
ports that only one out of every 45 candidates who 
apply on the basis of newspaper advertisements is 
employed, as compared with one out of every 14 
referred by employment agencies. 

Dr. D. M. Phelps,® leading authority on selling 
and sales management, has stated that salesmen 
with unusual ability or experience are not likely to 
be listed with employment agencies; and that the 
best prospects from the quality angle are usually 
secured through recommendations of older sales- 
men, from other departments of the company it- 
self, and from the colleges. 

A survey made in 1955 by the National Sales 
Executives, Inc.,* of 890 member companies located 
throughout America revealed that the three most 
used sources of salesmen by these firms were: 
newspapers, employment agencies, and their own 
salesmen’s recommendations. 


THE SOUTHERN RECRUITING PATTERN 


An indication of the recruiting pattern in the 
South was secured from case studies made of 48 


4. A Company Guide To The Selection Of Salesmen (American 
Management Association, Research Report 24, 1955), p. 41. 

5. Note: ‘References and contacts’’ included: recommendations by 
company employees, customers, dealers, bankers, chambers of commerce, 
and similar groups, as well as direct solicitation of likely prospects 
throughout the industry, which apparently is a fairly common practice. 

6. D. M. Phelps, Sales Management (Chicago: Richard D. Irwin, Inc., 
1951), p. 555. 

7. A Survey On The Use of Psycholegical Tests in Selecting Sales- 
men. National Sales Executives, Inc., New. York (1956), p. 7. 


companies with southern headquarters or district 
offices located in Atlanta, Georgia. These 48 com- 
panies employ salesmen and operate in one or more 
or all of the southern states of Georgia, Florida, 


Alabama, Mississippi, Tennesse2, Kentucky, Louis- 
jana, South Carolina, and North Carolina. 

Many different industries are represented in the 
48 companies which were interviewed for this study. 
For example, three of the firms are in the petrol- 
eum industry, three sell life insurance, two are 
food processors, two are soap manufacturers, and 
two are steel manufacturers. Other firms included 
in the study were: a furniture manufacturer, a 
truck body manufacturer, a pharmaceutical firm, 
a food specialty company, an office machine con- 
cern, a mail order house, an apparel company, an 
industrial photographic organization, an industrial 
carbon manufacturer, a tire company, a paint con- 
cern, a transportation firm, an electrical fitting 
manufacturer, a shirt manufacturer, an electrical 
supplier, a stock broker, two property and fire in- 
surance representatives, an office supply firm, a 
soft drink company, a builders supply manufac- 
turer, a real estate concern, a rubber company, a 
dictating machine manufacturer, two cash register 
manufacturers, a floor wax manufacturer, an elec- 

(Continued on page 14) 
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How did the United States happen to become 
the recognized leader in world affairs? If we knew 
the complete answer to this question we could 
adopt policies which would help to maintain this 
supremacy and prepare us more adequately for 
possible future emergencies. Of course, we will never 
be able to determine all of the causes of historical 
development with scientific accuracy but some im- 
portant clues have been found. And even though 
our national economy is becoming more dynamic 
and complex we are constantly learning more about 
how and why it operates the way it does. 


Most people are not aware of the extent to which 
economic conditions and developments determine 
historical events. For the most part, though not 
exclusively, our political and military superiority 
is due to our economic achievement. It follows that 
the most important question to answer is how we 
attained the highest standards of production, ef- 
ficiency, living standards, and technological pro- 
gressiveness in the world. 


Did the United States achieve its economic su- 
periority through its rich endowment of natural 
resources? To some extent, possibly, yes. But the 
Indians camped on top of these same resources for 
thousands of years without developing them at all. 
When oil bubbled out of the ground they used it 
to paint their faces. Also many other areas of the 
world have vast stores of undeveloped resources 
which are not now being used. Clearly, natural 
wealth, though helpful, is not enough by itself to 
insure economic progress. 


Does the United States have any monopoly of 
brains, industriousness, or knowledge? The answer 
here is definitely no. Western Europe, and espe- 
cially Great Britain, produces proportionately more 
first rate theoretical minds than we do. Also the 
people of many other countries have been as dis- 
tinguished for their industriousness as Americans 
have and usually the working hours and drudgery 
in these other nations have greatly exceeded any- 
thing we have ever experienced. As for knowledge, 
there are no permanent secrets. The professional 
scientific journals go everywhere. Even military 
security precautions, which embrace only strategic 
information, are frankly based on the assumption 
that a short time lead is all we can ever hope .to 
maintain. For practical purposes all other nations 


*Dr. Buckingham is an Associate Professor, Georgia Institute of 
Technology, and Research Economist, State Engineering Experiment 
Station. 





AMERICA’S TWENTIETH CENTURY INDUSTRIAL REVOLUTION 


Walter S. Buckingham, Jr.* 





have access to the same know!edge we have. Some 
have even more. 


What, then, is responsible for our economic su- 
premacy? Two things, more than anything else. 
The first is capital. Both sides of American indus- 
try—management and labor—have more machinery 
and other equipment to work with than is available 
in any other nation in the world. The second is 
the ability and willingness to make the kind of ef- 
fort required for economic growth. American his- 
tory has been characterized by a value system 
which encourages a spirit of adventure, a desire 
for higher living standards, and a will to economize 
resources. Economic institutions like property, 
profits, and other individual “rights” have tended 
to assure that the rewards for productive effort will 
be received by those who earn them. Some other 
nations have had one or the other of these factors 
to a high degree, but in the United States they 
have been uniquely combined and together they go 
far toward explaining our unprecedented industrial 
achievement. 

The emergence of these conditions of economic 
progress goes back to the industrial revolution in 
England in the seventeenth and early eighteenth 
centuries. The steam engine, spinning machinery, 
and other startling inventions of the seventeenth 
century permitted an enormous output and a great 
increase in efficiency. But they also required pro- 
duction to be carried out on an ever-larger scale. 
Hence the Medieval guild method of production by 
a few highly-skilled, well rounded craftsmen gave 
way to a factory system in which both machinery 
and labor became highly specialized. In order to 
organize and supervise the many specialized jobs a 
separate function, called management, arose. Thus 
for the first time production became separated into 
management on the one hand and labor on the other. 

An elaborate and detailed economic theory was 
developed by the English Classical economists of 
the nineteenth century to explain the operation of 
this new economic system. Adam Smith and David 
Ricardo argued that the value of the newly manu- 
factured goods was due to the labor that was em- 
bodied in them. Wages, however, were determined 
by competition—supply and demand. The Reverend 
Thomas Malthus added his famous theory leading 
to the conclusion that the only things limiting pop- 
ulation growth would be starvation, disease, and 
war. These theories condemned workers to a bare 
subsistence living. Higher wages would lead only 
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to increased population, and hence a greater labor 
supply; this in turn would depress wages to the sub- 
sistence level again. This “iron law” of wages led 
economics to be called the “dismal science.” 


The Classical economists later developed a “wages 
fund” theory which held that there was a fixed 
amount of money generated by a given productive 
activity. Workers could never hope to get more 
than their predetermined share of this fund unless 
it came from profits or from the wages of other 
workers. Thus employers and other workers could 
normally be expected to resist any attempt to im- 
prove the lot of the poor. In fact it was useless for 
businessmen, unions, or the government to attempt 
to alleviate this unfortunate situation. Increased 
wages or other benefits to labor in an industry 
would only lead the owners to invest their money 
somewhere else and hence reduce production for 
consumers and employment for workers. This the- 
ory not only discouraged workers from trying to 
improve their conditions but it gave employers a 
justification for ignoring the miserable plight of 
their employees. It was left only for Karl Marx 
to exploit this apparently hopeless situation by 


arguing that there was an inevitable conflict be- . 


tween labor and management which could lead only 
to a revolution in which the capitalistic economic 
system would be overthrown. 

If anything is clear today it is that modern 
America does not fit this theory. First, high wages 
are obviously not won at the expense of profits. 
Those industries which are making the greatest 
profits are also paying the highest wages. 

Second, society has not been split into two groups, 
the exploiters and the exploited, as Marx envisioned. 
Workers have vastly improved their economic po- 
sitions and their social status in recent years even 
though capitalistic institutions like profits and 
private property have continued to be strong. There 
is conflict, to be sure, but among many groups not 
just two. Big business often has conflicting inter- 
ests with small business, industrial unionists oppose 
craft unionists, urban dwellers oppose rural folk, 
farmers’ interests are sometimes contrary to those 
of both labor and business. Actually automation 
and other recent developments in America have 
had the result of enlarging the middle class—espe- 
ically skilled technicians—and increasing the pro- 
portion of independent professional people and em- 
ployers. This is exactly the opposite of what Marx 
predicted. 

Third, even though there are many conflicting 
or competing groups, over-all economic conflict is 
apparently diminishing rather than increasing. As 
every insurance actuary knows, the more risks you 
have and the more decentralized they are the great- 
er is the predictability of results and hence the 
smaller is the total risk. The same is true of eco- 
nomic conflict. As more interest groups arose the 





less danger there was that a single great dispute 
would cause a fatal division in the economy. Partly 
as a consequence of the growing middle class, 
more moderate political attitudes are arising. The 
extremists of both left and right are suffering a 
decline of influence. 

There is no single and simple reason why mod- 
ern America doesn’t fulfill the gloomy prophecies 
of the nineteenth century theorist. Complex ques- 
tions seldom have easy answers. In fact, the eco- 
nomic facts of the industrial revolution did, for a 
time, seem to bear out the dismal Classical and 
frightening Marxian conclusions. But more recent 
experience produced two new phenomena. 
~ First, the early twentieth century witnessed a 
revolution in mass production and business organi- 
zations. The discovery of assembly line techniques 
had the effect of further increasing the most eco- 
nomical size of business and industria! units, The 
use of huge amounts of machinery greatly in- 
creased productivity but it also added such heavy 
fixed costs to firms that a high, and almost con- 
tinuous level of production became necessary. 

Second, our economy is not static like the nine- 
teenth century theorists assumed but has become 
highly dynamic. Economic freedom, flexibility, mo- 
bility, and individualism have all encouraged 
experimentation and growth. The most active ele- 
ment forcing change, however, has been the “en- 
trepreneur.” A literal translation of this term is 
“undertaker,” but the entrepreneur presides at 
the birth, not the burial, of his subject. He “under- 
takes” to promote new commercial ventures by 
inventing, improving techniques, and experimenting 
with new organizational methods. These functions 
necessarily involve taking great chances, The en- 
trepreneur’s reward for introducing innovation is 
profits and America has had plenty of entrepreneurs 
who developed into highly competent industrial 
managers, Entrepreneurship has also developed in 
the professions and even in the workforce itself 
creating the curiosity and restlessness which leads 
to innovation and rising productivity. Appropriate 
policies and institutions could encourage a continu- 
ation and growth of this important quality. Par- 
ticularly, adequate incentives and job security could 
elicit valuable suggestions and improvements from 
production workers who often withhold cost-saving 
ideas for fear of downgrading, pay rate reduction, 
or layoffs. : 

The increased size of enterprises caused by the 
growth of capital led to many new opportunities 
for entrepreneurs in management. The enormous 
funds for large scale business concerns have had 
to be promoted by selling shares of stock to hun- 
dreds of thousands of people. Thus, the huge size 
of the managerial organization needed has required 
a division in management between owners and op- 
erators. Furthermore, the growing intricacy and 
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complexity of production processes has required 
the use of a highly-skilled, professional manage- 
ment. More recently this specialized function has 
tended to become further subdivided into financial, 
production, sales personnel, and other kinds of man- 
agement, and even the top level of management has 
divided into policy making and policy administra- 
tion. Highly specialized, professional management 
and productive labor, when combined with the great 
capital investment, have developed such high output 
per person that wages, production, and profits can 
all be increased simultaneously, thus exploding the 
old “wages fund” doctrine and the Marxian thesis 
once and for all. 

These two elements, then, capital and entrepre- 
neurship, are among the principal determinants of 
our spectacular economic progress. The capital can 
be expected to increase according to the liw of com- 
pound interest but the entrepreneurship does not 
grow automatically. Our economic system must 
provide incentives for individuals to take chances, 
to make improvements, to assume responsibilities, 
and to excel. Our educational system must produce 
graduates who possess initiative and who can think 
analytically and creatively. Here there is a grave 
danger. Because our schools are impoverished, sal- 
aries cannot be offered to attract the kind of teach- 
ers who will inspire their students. The modern 
world changes so rapidly that merely teaching col- 
lege students techniques or subjects is no longer 
enough. What they have learned in college is often 


obsolete by the time they are faced with real life 
problems. 

The student of today must be taught to think 
independently. He must be able to evaluate prob- 
lems and use judgment. He must see complex sit- 
uations in terms of equations, parameters, graphs 
and abstract classifications. Above all he must have 
an insatiable desire to learn more. 

A further problem caused by our rapid progress 
is that now economic and social changes are oc- 
curring too rapidly for people to become adjusted 
to them. In the past, time always healed the wounds 
caused by great upheavals. Now the time period has 
been telescoped. Yet it is safe to predict that the 
future will bring a more advanced science and tech- 
nology and an even greater rate of change. The 
problems of the future will thus be more difficult 
and complex than in the past. Again, better educa- 
tion is the only solution. 

The capital and economic exertion which gave 
America its world leadership can be used to rescue 
our educational system and thus preserve and ad- 
vance our economic advantage in the world. For- 
tunately there is a growing recognition of this fact 
by our leaders in business and government. It is to 
be hoped that there will develop a positive effort 
to improve education, encourage research, and pre- 
serve and strengthen those economic institutions 
which have led to our phenomenal growth. This 
alone will insure that we will be prepared to accept 
the responsibilities of the future. 





Book Review 


THE PATTERN OF FINANCIAL ASSET OWNERSHIP; WISCONSIN INDIVIDUALS, 1949. 


Small corporations are largely owned by people 
in the topmost income groups. This is revealed by 
a study published in 1956, the author of which is 
Dr. Thomas R, Atkinson, economist at the Federal 
Reserve Bank of Atlanta.* 

This is distinctly in contrast with the ownership 
pattern for large corporations where it is common 
that the stock is owned largely by low and medium 
income people. 

The aggregate importance of these small firms 
in our economy is much greater than one might 
suppose. Dr. Atkinson found that about forty per 
cent of the value of all stock held by individuals 
consisted of the “untraded”’ issues. 

There is another important aspect of the owner- 
ship of small corporations, like proprietorship and 
partnerships, which is in sharp contrast with large 
firms—namely the intimate connection between 
ownership and control. This study showed that 
about two thirds of the total value of untraded stock 
(typical of small corporations) is owned by people 

*Thomas R. Atkinson, The Pattern of Financial Asset Ownership; 


Wisconsin Individuals, 1949. Princeton, N. J.: Princeton University Préss, 
1956. 


who receive wages and salaries from these firms. 
“Apparently,” Dr. Atkinson says, “new and small 
companies may expect that one of the ‘costs’ of 
capital will be a voice in the active management of 
the business, and that equity capital will be forth- 
coming in significant amounts only from certain 
occupational groups and from persons living in the 
immediate geographic area.” 

Other facts uncovered by the study substantiate 
the concern felt by many as to sources of equity 
funds for business. If high income groups are the 
main source of equity funds, then as the economy 
moves toward greater equality of income distribu- 
tion, must not shortages in the flow of funds into 
corporate equities (at a given level of income) de- 
velop? This is particularly a big question in view 
of current tax policies which strike hard at high 
bracket incomes. 

Strikingly demonstrated by Dr. Atkinson’s study 
is the importance of managerial and self-employed 
individuals as sources of investment funds, espe- 
cially equity capital. 

. (Reviewed by Willys R. Knight) 
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THE GUARANTEE OF ANNUAL WAGES 


By 


Reuben E. Slesinger* 


An increasing number of recent pronouncements 
by prominent labor leaders clearly presage a forth- 
coming and determined effort on the part of or- 
ganized labor to press for annual wage guarantees 
in future collective bargaining. In some quarters, 
the movement is already under way. Faced with 
this impending drive, industrial managements cer- 
tainly would do well to turn to a realistic examina- 
tion of the relevant facts and circumstances in this 
very vital area of labor-management relations. The 
question of the «uurantee of annual wages has been 
raised to a status of prime significance in collec- 
tive bargaining. 

Until recently, guaranteeing annua] wages was 
considered to be within the realm of employee-em- 
ployer relations, but now it has become an issue 
that affects the whole structure of our economic 
organization. , 

Whatever form the pressure for the guaranteed 
annual wage may take, it would be a serious error 
for employers to assume that this issue can be met 
easily or can be turned aside simply by outright 
rejection. Assurance of continued employment and 
uninterrupted income is a central core in the basic 
human desire for security and is sought by every- 
one, regardless of income level. The term “guaran- 
teed annual wage” itself has a deep-rooted appeal 
to the wage earner. It implies security of status 
similar to that theoretically enjoyed by salaried em- 
ployees; that is, promise of a specified amount of 
yearly income. Some even believe it has magic 
properties for controlling business recessions or the 
economic cycle. 

Because this subject has such fundamental ap- 
peal as a device to achieve security, the problems 
surrounding a demand for guaranteed annual wages 
should not be underestimated. The difficulty is 
that the demand is not one which can be disposed 
of by pointing to its impracticality and hazards. 
That it is not economically feasible, that it cannot 
possibly prevent cyclical depressions, that few com- 
panies can prudently afford to make a guarantee— 
such arguments will not carry very much weight 
so long as the urge for security generates a con- 
viction that the guaranteed annual wage can and 
will secure continuity of income. The issue has been 
introduced in successive wage negotiations, but it 
usually has been dropped in favor of substantial 
wage increases. Unlike these previous demands, 


*Dr. Slesinger is Professor of Economics at the University of Pitts- 
burgh. 


however, which may have been advanced primarily 
as a bargaining tactic, the current interest of labor 
unions in a guaranteed annual wage must be re- 
garded as a serious, concerted drive. 

The idea of some sort of guarantee or assurance 
to workers is not new. Over sixty years ago—in 
1894—the first example of an annual wage plan 
was recorded when the union reached an agree- 
ment with the companies belonging to the Nation- 
al Wallpaper Association, committing the members 
of the Association to guaranteeing eleven months 
of work to their employees. This agreement lasted 
until 1930. Since that time there have been a num- 
ber of other examples, but with a considerable de- 
gree of variation among them, stemming from the 
fact that each agreement reflected the plans of in- 
dividual companies and unions in accordance with 
the economic capabilities of the companies to af- 
ford a certain plan. 


TYPES OF GUARANTEED ANNUAL WAGE 
PROGRAMS 


An examination of the various programs reveals 
that certain basic threads can be found among 
them. In fact, it is possible to classify most of the 
plans under one of three headings, as follows: those 
that guaranteed a minimum amount of working time 
as a certain number of hours a week or a designat- 
ed number of weeks of employment, those that pro- 
vided for at least a certain basic annual salary, and 
those that called for some sort of supplemental pay 
during slack seasons. 

Prior to the recent examples (1954-1956) the 
best known plan of a large firm was that of the 
Proctor and Gamble Company, which plan was in- 
stituted in 1925 and pledged at least 48 weeks of 
employment to all workers who had a minimum of 
two years of continuous service. Other companies 
that have plans which undertake to guarantee some 
minimum amount of working time include McCor- 
mick and Company (a spice and extract house in 
Baltimore), the Quaker Oats Company, the Wild- 
man Manufacturing Company, and the Parker Man- 
ufacturing Company (of Massachusetts). The best 
known plan that attempts to guarantee a basic an- 
nual earning is that of the George J: Hormel and 
Company, a national] meat packer. This plan was es- 
tablished in 1931. A similar arrangement was in- 
stituted by the Nunn-Bush Shoe Company in 1935. 
The mail order house of Spiegel, Inc., has a program 
guaranteeing annual earnings to over 6,000 em- 
ployees. 

The third type of plan which supplements reg- 
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ular earnings is exemplified by the arrangements 
at International Harvester Company, Armstrong 
Cork Company, and Sears Roebuck. To some ex- 
tent, the recent arrangements in the automobile 
and steel industries follow a modification of this 
program. 

Inclusion of this element of job security as a 
major issue in collective bargaining is of compara- 
tively recent origin. The issue was raised to initial 
prominence when it was officially embodied in the 
long-range wage policy of the CIO in 1943 and was 
reinforced in 1944 by a demand of the United Steel- 
workers of America (CIO) for minimum wage 
guarantee from the “big steel” companies. The de- 
mand then was for a guarantee of forty hours of 
straight-time pay for each week of the two-year 
contract, with no limitations except when failure 
to receive this minimum was for reasons within 
the employee’s control. This demand, among others, 
was later brought before the National War Labor 
Board. The board rejected the demand but recom- 
mended that the President initiate an official study 
of the problem. Such a study was made under the 
auspices of the Office of War Mobilization and Re- 
conversion, directed by Murray W. Latimer, and was 
published in 1947.' Latimer’s report recognized that 
the traditional guaranteed annual wage as demand- 
ed by the Steelworkers was not practical] in a cap- 
ital goods industry, such as steel, but suggested that 
it would be quite feasible to achieve a comparable 
degree of income security by having the employers 
supplement state unemployment compensation, both 
as to benefit levels and duration of benefits. 
EFFECT OF UNEMPLOYMF™ST INSURANCE 

A survey conducted by the Bureau of Labor Sta- 
tistics in 1946 found that 347 guaranteed annual 
wage plans had been adopted since 1890, but that 
only 196 of them still were in existence in 1946. 
Most of them involved comparatively small com- 
panies. Of the 151 plans that were abandoned, some 
96 were in the state of Wisconsin. In 1934, this state 
had enacted an unemployment compensation law 
that exempted from the tax any employer who 
would guarantee his laborers from 36 to 42 hours 
of work per week. Ninety-six firms shortly adopted 
some type of plan. These were all abandoned when 
the Federal Social Security law of the next year 
changed the whole technique of unemployment 
compensation insurance. 

RECENT GUARANTEED ANNUAL WAGE 
DEVELOPMENTS . 

From 1947 until quite recently, during a time of 
high level employment and prosperity, the unions 
concentrated on the more promising objectives of 
increasing wage rates and securing health, welfare, 
and pension plans. The question of guaranteed an- 
nual wages was not pressed seriously. But a few 
limited plans were negotiated from time to time, 


1. United States Office of War Mobilization and Reconversion, 
Report to the President of the United States, January 31, 1947, Wash- 
ington, D. C. p. 473. 





such as that between the Metal Moulding Company 
in Detroit and the United Automobile Workers 
(CIO) in 1948, which guaranteed fifty weeks of 
work per year to employees with ten or more years 
of service, 

In January, 1948, the United Automobile Work- 
ers (CIO) announced that its forthcoming demands 
would include one for a guaranteed work week of 
forty hours, and in May it asked Ford for a guar- 
anteed annual wage but did not press the matter. 
In 1949 an arbitrator suggested that a guaranteed 
annual wage be considered by the New York City 
brewers, and Senators Lodge and McMahon spon- 
sored a bill to require government contractors to 
guarantee about 1,200 hours of work per year. 
Nothing came of either proposal. In May, 1950, the 
Brotherhood of Maintenance of Way Employees 
(AFL) fruitlessly submitted to the railroad car- 
riers a demand for stabilized emp!oyment and an- 
nual guarantees. In February, 1950, Walter Reuther, 
president of the United Automobile Workers, de- 
clared that the guaranteed annual wage was still 
a UAW objective, and at the union’s 1951 conven- 
tion he re-emphasized that goal as “a matter of 
economic necessity.” At its 1951 convention the CIO 
formally pledged support to its affiliates in ne- 
gotiating guaranteed wage plans. 

Beginning in 1952, the tempo of the drive for 
guaranteed wages was increased considerably. It 
was spearheaded by the Steelworkers and the UAW, 
but the idea gradually spread to other units of or- 
ganized labor. Now that health, welfare, and pen- 
sion plans are well established in the mass produc- 
tion industries, guaranteed employment or wages 
apparently represents a new citadel of economic 
security that the unions really intend to try to cap- 
ture. In an April, 1953 article, entitled “The Next 
American Labor Movement,” the magazine Fortune 
brought forward this probability: 

The guaranteed annual wage may be the last big in- 
novation labor will demand for some years to come.... 
Given labor’s present emphasis on bargaining through 
the market, rather than assuming an ideological role, 
the guaranteed annual wage may be the final step in 
labor’s attempt to carve out a place for itself in the 
industrial society. 


The United Steelworkers of America (CIO), at 
the April, 1953 session of its International Wage 
Policy Committee, set the guaranteed annual wage 
as one of its major demands when the union’s con- 
tracts in the basic steel industry were to expire on 
June 30, 1954. The committee also recommended 
that the companies in the industry undertake joint- 
ly with the unions a “complete and exhaustive study 
of all the necessary economic and statistical infor- 
mation pertinent to the establishment of guaranteed 
annual wage plans,” in preparation for negotia- 
tions in the issue.* Earlier that year David J. Mc- 

. : (Continued on page 10) 


2. Steel Labor, United Steelworkers of America, May, 1953, p. 8. 
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ITEM 


November 
1956 


October | 
1956 | 


%o 


Change 


November 
1955 


[o 
Change 





EMPLOYMENT 


Job Insurance (Unemployment) 
Payments 
Job Insurance Claimants} 
Total Non-Ag. Employment 
Manufacturing Employment 
Average Weekly Earnings, 
Factory Workers 
Average Weekly Hours, 
Factory Workers 
Number Help Wanted Ads 
CONSTRUCTION 
Number of Building Permits, 
City of Atlanta 
Value Building Permits 
City of Atlanta 
Employees, Contract Construction 
FINANCIAL 
Bank Debits (Millions) 
Bank Deposits (Millions) 
(Last Wednesday) 
POSTALS 
Postal Receipts 
Poundage 2nd Class Mail 
OTHER 
Department Store Sales Index 
(Adjusted) (1947-49 = 100) 
Retail Food Price Index 
(1947-49 = 100) 
Number of Telephones in Service 





$249,718 
3,718 
346,600 
90,850 


$76.26 
41.0 
9,687 
647 


$5,136,245 
18,750 


$1,506.5 
$1,084.7 


$1,557,230 
1,414,495 


156 


110.4 


286,317 | 





$294,754 | 
4,183 | 
344,600r : 
89,100r. 


$72.76 | 


| 
| 
40.2 | 
11,437 | 


786 | 
| 

$3,952,656 
19,900 


$1,726.5 | 


$1,076.9 | 


$1,484,520 
1,526,992 


137 


111.7 
285,177 | 


' 





—15.3 
—11.1 
+0.6 
+2.0 


+48 


+2.0 
—15.3 


—17.7 


+ 30.0 
—5.8 


—12.7 
+0.7 


+49 
—7.4 


+13.9 


$187,103 

3,043 
329,900r 
90,850r 


$74.52r 
42.1 
9,347 
737 


$4,165,426 
19,400 


$1,460.6 
$1,046.4 


$1,608,449 
1,422,382 


148 





—1.2 
+0.4 | 


108.1 
269,641 


+5.1 
0.0 


+2.3 
—2.6 
+3.6 
—12.2 


+ 23.3 
—3.4 


+3.1 
+3.7 


—3.2 
—0.6 


+5.4 





+2.1 
+6.2 





Ge Change 
Eleven Months 
"56 Over Eleven 

Months '55 


+2.5 

—3.6* 
+5.4* 
+1.6* 


+3.5* 


—1.5* 
+5.7 


—8.2 


—25.2 
+ 4.3* 


+7.1 


+3.7** 


—2.1 
—2.4 


+3.09] 


+2.1** 
+6.2** 





r—Revised **End of period 
§City of Atlanta only. N. A—Not Available 
+Claimants include both the unemployed and those with job attachments, but working short hours. 
Sources: All data on employment, unemployment, hours, and earnings: Employment Security Agency, Georgia Department of Labor; 
Number Help Wanted Ads: Atlanta Newspapers, Inc.; Building permits data: Office of the Building Inspector, Atlanta, Georgia; 
Financial data: Board of Governors, Federal Reserve System; Postal data: Atlanta Post Office; Retail Food Price Index: U. 8S. 
Department of Labor; Department Store Sales and Stocks Indexes: Federal Reserve Bank of Atlanta and Board of Governors, 
Federal Reserve System; Telephones in Service: Southern Bell Telephone and Telegraph Company. 


*Average month §G—Based on retail dollar amounts 
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BUSINESS ACTIVITY IN NOVEMBER 


The downward trend in construction continued 
into November with the number of building permits 
off 12.2 per cent from November last year and off 
8.2 per cent for the eleven months of 1956. High- 
lighting the downward movement has been the rapid 
fall-off in private home construction, In the first 
eleven months of 1955, 2081. permits were issued 
for the construction of one-family dwelling units 
and duplexes. During the same period in 1956, 1,604 
permits were issued for this type of construction, 
a decline of 23 per cent. Value of these permits de- 
clined about the same amount, while value of all 
permits declined 25.2 per cent. Monthly employ- 
ment in construction, however, has averaged 4.3 
per cent greater during 1956 than it did in 1955. 

Department Store Sales, after seasonal adjust- 
ment, increased again in November. The index, 
which has the period 1947-49 equal to 100 for a 
base, increased 13.9 per cent, from 137 in October 
to 156 in November. Aciual dollar volume of de- 
partment store sales rose 3 per cent for the eleven 
months period. 

The employment situation showed rather marked 
improvement in November over the previous month, 
but there was a slight decline in the Number of 
Help Wanted Ads in Atlanta newspapers. Job In- 
surance Payments and the number of Job Insurance 
Claimants were sharply above November 1955, but 
for the eleven months period, six of the eight em- 
ployment series showed improvement over the same 
period in 1955. The losers were Average Weekly 
Hours (off 1.5 per cent) and Value oi Job Insur- 
ance Payments (up 2.5 per cent). 

In connection with these employment figures it 
is interesting to note the difference in average 
hourly earnings which exists in manufacturing in- 
dustries among the cities of the nation. In the table 
below are listed a number of cities, selected because 
of their location or their chief industry, and the 


~ 


average hourly earnings of workers in manufactur- 
ing industries in those cities for the months of 
October 1955 and 1956. 
AVERAGE HOURLY EARNINGS, 
WORKERS IN 
MANUFACTURING INDUSTRIES 

















Oct. 1956 Oct. 1955 
en ee en ne ene a 2.54 $2.38 
Charleston, W. Va... 2.45 2.33 
San Francisco-Oakland _._ 2.35 221 
Chvetanad, (ie... BZ 2.23 
WwW ilmington, nee Ene 2.28 2.15 
Chicago _. ‘iain 2.13 
Albany- Schenectady- “Troy ——e 2.05 
Birmingham .... Se ee 1.97 
Newark-Jersey City bis chuncerdinde 2.09 2.00 
eee ees _. 2.09 1.98 
Le ane 2 1.96 
U. S. AVERAGE 2.02 1.91 
Boston __....... 1.93 1.82 
SAVANNAH . . 1.85 1.69 
Dew S0rseene 1.84 1.72 
Py 8. ft cores 1.81 1.69 
Memphis .. : 1.73 1.63 
UN i cscnsindesneen Ln OO 1.58 
Providence, R. ewe Lay 1.60 
eae 1.60 
Chattanooga . _ 1.66 1.56 
pew Hedrord 1.57 1.52 
Miami a. Lot 1.47 
Crarestoa, S. C. _..... LB 1.42 
Burlington, Vt... ccianesbiagiin 1.54 1.44 
Manchester, i See, 1.45 
STATE OF GEORGIA . . 1.48 1.36 
Greensboro-High Point — 000. 1.42 1.34 


Bank Debits were off 12.7 per cent in November 
from the previous month, but increased 3.1 per cent 
from November 1955, and were up 7.1 per cent for 
the first eleven months of 1956 over the same 
period of 1955. 

Postal data continued to fall below last year and 
for the eleven months period Postal Receipts were 
off 2.1 per cent and Poundage of Second Class Mail 
was off 2.4 per cent. The Number of Telephones in 
Service at the end of November was 286,317, up 
0.4 per cent from October, and up 6.2 per cent 
from November of last year. 
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THE GUARANTEE OF ANNUAL WAGES 
(Continued from Page 7) ‘ 
Donald, then the new president of the Steelworkers, 
said in an address to the Indiana State CIO con- 
vention at Indianapolis: 

The guaranteed wage is not a visionary objective, 
but a practical solution to our economic ills. Pensions 
were once regarded as impossible to attain but we 
today have them in the vast majority of our agreements. 

Just as surely as we won pensions, we will win the 
guaranteed annual wage." 

In his annual report to the membership in March, 
1953, Walter Reuther, president of the UAW, 
stated: 


The guaranteed wage is on the way. ... Some of the 
gains were won from management the hard way. Others 
came out of orderly ana peaceful negotiations. That is 
the only choice remaining to management in relation 
to our guaranteed wage demand—not whether we will 
get a guaranteed annual wage but how we will get it.4 
At the 1953 UAW convention, its 3,C00 dele- 

gates unanimous!y adopted a reso‘ution to seek the 
guaranteed annual wage for the approximately 1,- 
200,000 UAW members when its current contracts 
with the major autemobile manufacturers were 
to expire in 1955. In preparation for its drive, the 
UAW established an advisory committee of econ- 
omists and others to review the various guaranteed 
wage plans. 

Apparently the UAW also has its sights set on 
Canada. In convention, Delegate Walsh (Local 458, 
Brantford, Ontario) commented on the resolution 
of the UAW on the guaranteed annual wage, as 
follows: 

We will be fighting in Canada no doubt both the 
Canadian Association of Manufacturers and the Com- 
munists in getting this guaranteed annual wage policy 
and I am asking all the delegates in both Canada and 
the United States to support this resolution with a 
unanimous vote. 

The Trades and Labor Congress of Canada also has 
thrown its full support behind demands for a 
guaranteed annual wage in Canadian industry. At 
its annual convention in August, 1953, the Con- 
gress adopted a resolution calling on all TLC unions 
“to press for a guaranteed annual wage as a means 
of stabilizing the incomes of their members and of 
securing a more equitable share of the wealth they 
produce.” 

The International Union of Electrical, Radio and 
Machine Workers (CIO) included the guaranteed 
annual wage in the outline of its 1953 collective 
bargaining objectives. James B. Carey, head of the 
union, stated that advance notice of this coming de- 
mand would give employers time to study proposals 
and prepare their own positions. Among other 
unions which have announced the guaranteed an- 
nual wage as a major objective are: The United 
Packinghouse Workers (CIO), the National Mari- 
time Union (CIO), the Textile Workers Union of 


3. Steel Labor, January, 1953, p. 2. 

4. United Automobile Workers, United Automobile Workers of America, 
March, 1953, p. 4. 

5. Labor, August 15, 1953, p. 1. 

6 New York Times, January 25, 1953, p. 59. 


America (CIO), and the Teamsters Union (AFL). 

A number of collective bargaining contracts in- 
corporating some type of guaranteed annual wage 
provision have been signed during the last few 
years. The United Packinghouse Workers (CIO) 
negotiated an annual wage plan with the Revere 
Sugar Refinery in Boston, providing guarantees of 
1,900 hours of work for the contract year begin- 
ning October 1, 1951. This guarantee was extended 
under the 1952-1953 contract to 1,984 hours, in- 
cluding paid vacations and holidays, but excluding 
overtime, as in the previous guarantee. Early in 
1952, the UPW also secured a guarantee of 1,936 
hours from the National Sugar Refining Company, 
covering its Long Island City plant. In general, 
both of these agreements provide for reduction of 
the number of guaranteed annual hours for time 
lost because of refusal to do assigned work, un- 
excused absences and suspension, or when material 
shortages, labor disputes, major breakdowns, or 
governmental regulations cause a depletion of stock 
or a disruption of production.? 


During 1952, the International Longshoremen’s 
Association (AFL) secured agreement for a guar- 
anteed annual wage from the Franklin Sugar Re- 
finery in Philadelphia, a subsidiary of the Ameri- 
can Sugar Refining Company. The guarantee is 
for 1,976 hours of pay per year, or slightly more 
than forty-nine weeks of pay. The same guarantee 
is included in another recent agreement between 
the National Sugar Refining Company’s Phila- 
delphia plant and the AFL longshoremen. It has 
been reported that about a month before the ex- 
piration date of the guarantee of the Franklin 
Sugar Refinery the company owed 125 of the 800 
workers affected a total of $6,900.§ 


A five-year contract between Local 688 of the 
AFL Teamsters Union and the Brown Shoe Com- 
pany of St. Louis, negotiated in January, 1953, in- 
cluded a provision for the guarantee of forty hours 
of work for fifty weeks a y2ar, including vacation 
periods, for 425 high seniority employees, out of 
its total complement of 475. The local secured prac- 
tically the same guarantee from the Rice-Stix Dry 
Goods Company, for coverage of 420 of the com- 
pany’s 700 emp!oyees. Recently Local 688 has been 
pressing hard for similar annual wage guarantees 
from the approximately 300 St. Louis employers 
with which it deals. These firms range in size from 
fifteen to 800 employees. The local reportedly has 
won five-year annual wage guarantees from twenty 
of them, applicable to about 3,000 workers. 


In the 1951 negotiations in the steel industry, the 
United Steelworkers of America accepted the ap- 
proach suggested by the Latimer report, noted ear- 
lier. Although the union retained the attractive slo- 
gan “guaranteed annual wage,” its demand, as 

7. Management Record, National Industrial Conference Board, Jan- 


wary, 1952, p. 21. 
8. Business Week, January 31, 1953, p. 130. 
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stated in 1952 before a panel of the Wage Stabili- 
zation Board, was for unemployed steelworkers to 
be paid a minimum of 75 or 80 per cent of their 
base weekly wage, out of a fund financed through 
payment by the employers of a specified number 
of cents for each man hour worked. The guarantee 
was to be apnlicable to employees of two or three 
years of service. The liability of the employer was 
to be limited to the making of such payments into 
the guaranteed fund. 

The type of program for job security which cur- 
rently has received the most publicity is the sup- 
plementation of unemployment compensation, in ac- 
cord with the Latimer proposal. Under its terms, 
the company’s commitment is limited to the pay- 
ment of “X” cents per man hour worked into a 
guaranteed fund. Actually, such plans cannot be 
termed correctly annual wage guarantees. Supp!e- 
mental unemployment benefit programs is a more 
appropriate designation. 

The best example of such a plan is the supple- 
mental unemployment benefit (SUB) arrangement 
negotiated ketween the United Auto Workers and 
the automobile industry. The supplements vary 
among the individual companies and between types 
of workers along with seniority. Basically, they pro- 
vide for a supplement to state unemployment com- 
pensation benefits up to a certain period and for 
specified amounts. The payments are financed 
through a percentage of payrolls contributed by the 
mdividual companies to a trust fund. A more 
elaborate plan, not tied in with unemployment com- 
pensation supplements, is that of the Continental 
and American Can companies. 

Almost every program of employment security 
included under the heading of the guaranteed an- 
nual Wage is limited either as to hours per week or 
weeks per year or employees covered. Frequently 
the plans also provide for an exemption to the 
guarantee upon the occurrence of certain conditions, 
such as strikes, acts of God, loss of markets, or 
financial inability of the company to meet its 
guarantee. The most recently signed contracts, de- 
scribed earlier, guarantee between 1,800 and 2,000 
hours of employment or pay per year. In a few 
cases, the guarantee is incorporated in a five-year 
collective bargaining agreement, and consequently 
extends well beyond an annual guarantee. The con- 
templated demand of the Electrical Workers (CIO), 
mentioned previously, takes the form of a com- 
pany employment security fund to supplement 
state unemployment compensation, a plan which 
is viewed by the unicn as a step in the direction of 
an annual wage guarantee. Although a number 
of unions are continuing to demand and are suc- 
ceeding in obtaining contractual annual wage 
guarantees of the traditional type (a guarantee of 
a given number of hours of employment or pay per 
year ) it is clear that the most critical focus of the 


coming union drive will be on supplementing un- 
employment compensation. 

It can be expected that demands for some form 
of guaranteed annual wages will appear more 
frequently during the next several years in Nne- 
gotiations in the electrical manufacturing, steel, 
glass, meat-packing, railroad, trucking, and mari- 
time industries. 


ECONOMIC ARGUMENTS 

Let us now turn our attention to some of the eco- 
nomic arguments presented both in favor and in 
opposition to the guarantee of annual earnings, It 
is important to add that not always is it the em- 
ployers who oppose and the employees who favor 
these programs. Fundamentally, it is a matter of 
security that leads worker groups to argue in fa- 
vor of a program that will guarantee them either 
a minimum amount of working time or certain 
basic wages. Probably no single problem looms 
more in the mind of the average worker than that 
of his security, both in terms of having a job and 
his payment for labor performed. In general, the 
more highly skilled workers are less apt to be con- 
cerned over wage guarantees their feeling is that 
they are competent enough to guarantee work for 
themselves. Likewise, there is less Cemand for an- 
nual wage guarantees among the craft unionists 
than among the members of industrial unions. 

Management opposition to compulsory annual 
wage guarantee plans centers primarily around the 
ability to pay the guarantees, If the plan calls for 
a type of payment that makes the operation of the 
firm uneconomic, something will suffer. In periods 
of high employment and high prices, there is little 
cerned over wage guarantees; their feeling is that 
wages will more than likely exceed the minimum 
levels. But, when a slack appears, the financial 
problems arise. No longer is it possible to shift 
some of the cost of the guarantees along to the con- 
sumer via higher prices. And profits at this time 
may be so depressed that they cannot bear the cost 
burdens. This is the real test of the guarantee. 
Some companies that had no difficulties during the 
period 1945-1953 ran into difficulties with their 
programs during the recession, slight as it was, in 
1954. 


ETHICAL ARGUMENTS 

There are certain ethical arguments also tied 
into the controversy. For example, should a man 
be paid for “not working’? If so, is this a burden 
that should be borne by his immediate employer or 
by society in the form of more adequate unemploy- 
ment compensation benefits? If wages and labor 
costs are made fixed burdens of doing a business, 
will there be a tendency to shift away from the use 
of labor as an agent of production to eapital? If 
this takes place, there may be a benefit to the par- 
ticular employee whose earnings are being guaran- 
teed at the expense of other workers who are laid 
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off work completely. 

One of the arguments traditionally presented in 
favor of guarantee plans is that the burden of sup- 
porting them will cause management to undertake 
measures that will result in more effective regular- 
ization of production and employment. There is 
some question now whether these plans might not 
have the very opposite effect. The argument has 
been heard in the seasonal] industries. But, it is 
quite possible that firms in these industries will 
now become more cautious about hiring extra work- 
ers to smooth out inventory accumulations if they 
realize that there will be future obligations to guar- 
antee these workers some sort of minimum work 
time or earnings. The net result easily could be that 
seasonal firms that might have employed a larger 
labor force in off seasons to accumulate inventory, 
take maintenance, or spread work might be reluc- 
tant to hire more than the absolute minimum and 
then rely on part time and temporary workers not 
covered by the guarantee plan to take care of the 
seasonal peaks. 

Another complication results from the added 
burden that these plans bring about in connection 
with cost accounting. It is difficult for manage- 
ment to estimate costs of normal operations without 
allowing for an unknown contingency that might 
materialize if business conditions s'acken. There will 
be a tendency to be cautious, with the result that 
a considerable portion of this burden will end up 
in the price of the goods or service. 

EFFECT ON NATIONAL ECONOMY 

Experience with guaranteed annual wage plans 
has been so limited that it is impossible to assess, 
on the basis of such experience, what the impact 
of wide or genera] adoption of the guaranteed an- 
nual wage might have upon the national economy. 
On the one hand, the union viewpoint, as reiterated 
by Walter Reuther at the 1953 convention of the 
UAW, is that the guaranteed annual wage is es- 
sential “in order to maintain full production and full 
employment and avoid a disastrous depression.” To 
some extent this viewpoint is endorsed by economist 
Sumner H. Slichter in the following statement: 

If unions were able to negctiate supplementary un- 
employment compensation for 10 million workers, they 
would make a fairly important contribution toward 


mitigating the severity of recessions, and, therefore, 
toward stabilizing the economy.® 
On the other hand, Alvin H. Hansen of Harvard 
University and Paul A. Samue'son of the Massa- 
chusetts Institute of Technology, in their economic 
analysis of the guaranteed annual wage in the Lati- 
mer report, reached the tentative conclusion that: 
... the guaranteed wage, by itself, is not likely to 
prove very effective either as a means of stabilizing 


the cycle or of lifting the level of employment over 
the cycle.1° 


A. D. H. Kaplan of Brookings Institution believes 
that widespread adoption of wage guarantees would 
9. Sumner H. Slichter, “Coming Developments in Labor Relations.” 


Commercial and Financial Chronicle, April 16, 1953, p. 130. 
10. United States Office of Wage Mobilization, op. cit., p. 434. 


require controls of so drastic a nature as to change 
our present system of competitive enterprise. He 
dramatized the possible effects thusly: 


Carried to its logical end, the support of generalized 
wage guarantees would require workers, as well as 
goods and funds, to be channeled into the places where 
their labor could best support a flow of goods and ser- 
vices which matched pay with jobs. 

If, however, a generalized guarantee of annual wages 
is successfully promoted with the thought that the guar- 
antee can be progressively expanded without contracting 
and radically modifying our present system of com- 
petitive private enterprise—then we are confronted with 
a dream that is destined to end only in disillusionment.!1 
We thus find disagreement over the potential 

effects that wide adoption of the guaranteed annual 
wage might have on our economic and industrial 
systems. Furthermore, the limited experience so 
far precludes any pragmatic test as to whether the 
guaranteed annual wage, whatever its form, would 
make any substantial contribution to the solution 
of cyclical unemployment, 


It is relatively easy to determine the impact of 
the guaranteed annual wage upon the individual 
company. It seems quite clear that, unless the cir- 
cumstances of a company permit and the manage- 
ment has taken effective prior action to achieve 
stabilized employment, the guarantee of a year’s 
pay to practically all of its employees is too great 
a financial risk for most companies to undertake. 
The very frank statement below of even so en- 
thusiastic a supporter of the annual wage guarantee 
as the Geo. A. Hormel Company, indicates some 
reservations: 

Certainly our Company is wholly unable to redeem 
the money consideration in such a guarantee unless we 
can keep our people actually and profitably employed. 
The entire asset value of our company, cashing every- 
thing we own, would only be sufficient to redeem a ten 
months’ guarantee .... The only guarantee we know of 
is the ability of management to manage, coupled with 
willingness of workers to work. If either fails, then the 
guarantee fails.!2 
Waldo E. Fisher, professor of industry at the 

Wharton School of Finance and Commerce, Uni- 
versity of Pennsylvania, believes that the “... 
immediate task confronting employers is to maxi- 
mize job security ... ” and that the future of the 
private enterprise system “. . . in large measure 
rests upon the effective handling of this problem.” 
Speaking before a conference of the American 
Management Association in April, 1953, he added, 
in remarking about bargaining on the guaranteed 
annual wage, that it would be a mistake to refuse 
to discuss a demand for an annual wage plan but 
that management should urge the appointment of 
a fact-finding committee to study employment 
regularization before attempts to negotiate a plan 
are started.!% 

While there is a general agreement that an out- 
right annual wage guarantee would constitute an 


11. A. D. H. Kaplan, Guarantee of Annual Wages, pp. 208, 211. 

12. George A. Hormel Company, Annual Wage, March 29, 1950. 

13. Waldo E. Fisher, ‘‘What Can Be Done About the Annual Wage?”, 
American Management Association, Making the Most of Your Human 
Resources, pp. 44, 56. 
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unwarranted risk for most companies, the same ob- 
jection may not be equally applicable to the supple- 
ments to unemployment compensation. Sumner H. 
Slichter evidently contemplates that contributions 
to such supplemental guarantee funds could be made 
during good years, and drawn upon during bad 
years. In the statement below he apparently vis- 
ualizes the supplementation of unemployment com- 
pensation as a continuing program rather than 
merely a twelve-month guarantee. 


Most employers are not financially able to guarantee 
an annual wage to a very large proportion of their work 
force, but supplementary unemployment compensation 
paid out of funds accumulated in good years is within 
the reach of most employers.!4 


Stabilization of Employment: While it is impos- 
sible for employers to guarantee continuous employ- 
ment in a free and dynamic economy, much has been 
done and more can be done to provide steadier em- 
ployment in many instances. In meeting demands 
for maintenance of income on an annual basis, it 
is important for managements to know about and 
point to the rather substantial extra-wage under- 
takings of industry, as represented by the rapid 
extension and growth of liberal] fringe benefit pro- 
grams, including pensions, group life insurance, paid 
rest and lunch pericds, vacations, holidays, sickness 
and disability payments, workmen’s compensation, 
call-in allowances, and numerous other forms of 
payment for time not worked. While these prac- 
tices generally provide greater stability of pay only 
as long as the employment relationship continues, 
they nevertheless help to eliminate some of the un- 
certainty about continuity of income to the em- 
ployee. These devices have been growing steadily 
and have already reached sizable amounts in terms 
of cents per hour and percentage of total payroll. 
Industrial Relations Counselors, Inc., found in a 
1949 survey of fringe benefits, covering fifty-nine 
companies, that the cost of the fringe benefit 
normal package amounted to 26.8 cents per hour 
and 17 per cent of the payroll. The armuai cost per 
employee amounted to $602. In 1951 the Chamber 
of Commerce of the United States in a similar sur- 
vey covering 736 companies reported that fringe 
benefits amounted on the average té. 31.5 cents per 
payroll hour or 18.7 per cent of the payroll.!> These 
are sizable increases in payroll costs, and the bene- 
fits involved continue to occupy a prominent place 
in current union demands, 

Stabilization of employment also -has made con- 
siderable headway in American industry. Hundreds 
of companies have given attention to employment 
stabilization, either as a formal program or simply 
as part of good management. To some extent the 
incentive to stabilize employment has been provided 
by the merit-rating provisions of the state unem- 
ployment compensation laws which assure the em- 
ployer of reduced unemployment compensation 

14. Slichter, op. cit., p. 4 


ones — of Commerce of the United States, Fringe Benefits, 
» Pp. 6. 


taxes to the extent that he succeeds in stabilizing 
his employment. Another factor has been an in- 
creasing recognition that stabilization of employ- 
ment is good business. 

Despite protestations that annual wage guaran- 
tees are not bargainable, many companies undoubt- 
edly will find they cannot avoid collective bargain- 
ing about such guarantees. The considerations to 
be borne in mind in dealing with the problem of 
guaranteeing employment or wages can be summed 
up simply. The real needs of employees can be met 
best by so planning the company’s operations as 
to give employees maximum continuity of em- 
ployment. When that is accomplished, a guarantee 
becomes of little moment, except as an issue in col- 
lective bargaining. The important thing is steady 
work at steady pay. Companies that achieve this 
objective will find themselves in a strong position 
to deal with most demands that may be made for 
wage guarantees. 

THE RISKS INVOLVED 

The guaranteed annual wage involves serious 
financial commitments based on unpredictable fac- 
tors. A real danger lies in being forced to make 
contract commitments involving promises beyond 
the contro] of management to fulfill. Such a state 
of affairs could only lead to disillusionment, seri- 
ous injury to employee relations and, in the end, 
to possible financial difficulty or even bankruptcy. 

In the form of supplementary unemployment 
compensation, the current union proposals defeat 
the salient objectives of the state unemployment 
insurance systems. Moreover, suggestions for a 
joint union-management board of administration 
may lead to loss of important management func- 
tions. 

MANAGEMENT AND LABOR 

Every management has the obligation to give 
through consideration to the manifold aspects of 
the guaranteed annual wage, and to be prepared for 
the demand when it comes. lt is entirely possible 
that the very vehemence of organized labor’s de- 
mands for the guaranteed annual wage, especially 
where supported by overwhelming economic power, 
may compel managements in many instances to 
grant the demand in various forms. But such in- 
stances should not lead industry generally to believe 
that the guaranteed annual wage is inevitable. In 
view of the magnitude of the commitments, the im- 
pact on unemployment compensation, and the re- 
lationship to management functions, negotiations 
should be preceded by adequate management prep- 
aration and, even then, should be approached with 
due caution. All of the implications and possible 
consequences of such a commitment must be taken 
into account, in terms of their effects on long-range 
employee relations and also on the individual com- 
pany’s operating effectiveness and financial securi- 
ty. In the last analysis the employee’s stake in con- 
tinuity of employment and pay is dependent on the 
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survival of his employer as an economically effec- 
tive entity. 

On the other hand, we must remember that no- 
body can be criticized for desiring to improve the 
conditions of his employment, be it wages, hours, 
fringe benefits, or working surroundings. It is the 
compulsory nature of the current drive for guaran- 
teed annual wages that has generated the opposi- 
tion in contrast to the several hundred plans that 
had been adopted under voluntary programs in the 
past. The period durine the 1920’s, variously de- 
scribed as “welfare capitalism” or the “personnel 
management movement.’ achieved many of these 
objectives with less controversy. An imminent 


danger is that controversy over wage guarantees 
might lead to some sort of governmental] interven- 
tion into the wage pattern; this is desired by neither 
management, unions, nor individual unorganized 
workers, 








SALESMEN 
(Continued from page 2) 


RECRUITING 


trical parts distributor, a plate glass manufacturer, 
an industrial chemical producer, a paper company, 
an industrial tool concern, and two electric refrig- 
erator manufacturers, 


Sources of Salesmen 

The sales managers and/or personnel managers 
of the southern headquarters or district offices of 
these firms in Atlanta were interviewed to ascer- 
tain which sources are now being utilized to secure 
sales personnel. In addition, these managers were 
asked to rank these sources according to produc- 
tivity and quality. Productivity is defined, for pur- 
poses of this article, as that ability or power of 
producing the greatest number of salesmen without 
regard to quality. Quality of a source means the 
ability of a source to produce the better type of 
salesmen, The sources of salesmen used by the 48 
companies interviewed ranked according to fre- 
quency of use are found in Table I. 


Other sources used by two or less companies 
were: trade magazines, college newspapers, The 
Wall Street Journal, chambers of commerce, alum- 
ni offices of colleges, recommendations of profes- 
sors and deans of colleges, business and professional] 
organizations, high schools, government employ- 
ment agencies, state employment offices, and mili- 
tary publications. Table I shows that the three 
most used sources of salesmen were colleges, news- 
paper advertising, and employment agencies. 
Ranking by Productivity 

Table II shows the sources of salesmen ranked 
according to productivity. 


Colleges, recommendations of own salesmen, and 
newspaper advertising all rank high in producing 
salesmen for the 48 companies, 






TABLE I 
SOURCES USED BY 48 SELECTED SOUTHERN 
FIRMS TO SECURE ADDITIONAL SALESMEN 


Number and Per Cent of 
Firms Using Source 








Sources Number* Per Cent 
Colleges ..... 37 17% 
Newspaper 
Agvertsing .................... 35 73 
Employment Agencies .. 31 ° 65 
Recommendations of 
Own Salesmen ...._-........ 24 50 
Promotion From 
EE een 24 50 
Walk-Ins and 
ee 20 42 
Recommendations of 
Company Personnel 
And Dealers .................... 13 27 
From Competitors ........ 11 23 
Recommendations of 
a 7 15 


Recommendations of 
Friends & Relatives 
of Company Personnel 7 15 


*Note: Total does not equal 48 as firms use more than one source. 


Many firms are using voluntary applicants (walk- 
ins and write-ins) and employment agencies; how- 
ever, these two sources did not rank high in pro- 
ductivity. 

Ranking by Quality 

Sales managers are very interested in those 
sources which will yield the better type of sales- 
men. Table III ranks the sources used according 
to quality. 

The three leading sources quality-wise are col- 
leges, recommendations of company salesmen, and 
promotion from within the firm. Walk-ins and 
write-ins, recommendations from friends and rela- 
tives, obtaining salesmen from competitors, news- 
paper advertising, and recommendations of com- 
pany personnel and dealers ranked relatively low 
as sources of better quality salesmen. 


Recruiting Plans 

The sales managers and personnel managers were 
asked how many salesmen were on their present 
sales force and how many more salesmen they plan 
to employ in the next 12 months. The 48 firms 
interviewed have 4,834 salesmen representing these 
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companies in the South. These 48 firms plan to 
employ 1,029 salesmen in the next year. At the time 
of this study, 46 companies, or over 95 per cent 
of them, did not have enough salesmen and are 
currently using two or more sources to secure 
salesmen. 
A COMPARISON OF NATIONAL WITH 
SOUTHERN RECRUITING PATTERNS 

The southern selection pattern as a whole, re- 
vealed through the interviews of 48 firms, appears 
to be better from the quality standpoint than the 
national selection pattern. For example, the surveys 
at the national level show that there is a strong 
reliance on both newspaper advertising and em- 
ployment agencies. These two selection tools do 
not always produce quality salesmen. The two 
sources which produced the greatest number of 
salesmen for the southern firms interviewed were 
colleges and recommendations of company sales- 
men. These two selection tools were also ranked 
as the best sources of quality salesmen. Only a 
small percentage of the national firms utilized 
colleges in selecting salesmen. 


TABLE II 
SOURCES OF SALESMEN USED BY 48 
SOUTHERN FIRMS RANKED ACCORDING 
TO PRODUCTIVITY 
Rank 
Sources I Wt IV wv 


Colleges 1 


Recommendations of 
Own Salesmen 
Newspaper 
Advertising 
Promotion From 
Within 
Employment 
Agencies 





Recommendations of 
Company Personnel 
and Dealers 

From Competitors 


Walk-Ins and 
Write-Ins 


Recommendations of 
Customers ..................<... 1 





Recommendations of 
Friends & Relatives 
of Company Personnel .... 2 1 1 3 


in Note: The above totals are not the same in all cases as those found 
= Table I, since some firms were unable to rank the various sources 
cording to productivity. 


In the next twelve months the South will need 
thousands of new salesmen. This large demand for 
salesmen makes recruiting and selecting the most 
important current functions of sales management. 
Sales success involves recruiting and selecting high 
quality young men. It would be to the advantage of 
the sales manager and the personnel manager to 
study their own sources of salesmen in order to 
discover which sources rank highest in producing 
quality salesmen, and then utilize to a greater 
degree those sources which produce for them the 
better type of salesmen. In this regard, it is encour- 
aging to note that most of the southern firms 
interviewed are utilizing to a large degree such 
sources as colleges, recommendations of company 
salesmen, and promotions from within the firm, 
which are also sources of quality salesmen. 


TABLE III 
SOURCES OF SALESMEN USED BY 48 
SOUTHERN FIRMS RANKED ACCORDING TO 
QUALITY OF SALESMEN SECURED 
Rank 
Sources Il WI IV Vv 


Colleges 3 


Recommendations of 
Own Salesmen 


Promotion From 
Within 
Recommendations of 


Customers — 


Recommendations of 
Company Personnel 
and Dealers 


Employment 
Agencies 





Newspaper 
Advertising 


From Competitors 


Recommendations of 
Friends & Relatives 


Walk-Ins and 
Write-Ins 3 7 3 


Note: The above totals are not the same in al] cases as those. found 
in Table I, since some firms were unable to rank the various sources 
according to quality. “. 

*These two firms stated that all salesmen selected from this source 
must have a collége degree. . 
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Mr. Suman, a top ranking executive of one of 
America’s largest corporations, has some profound 
comments to offer on how Jersey Standard is solv- 
ing one of its major problems. 

The two most important responsibilities the pres- 
ent company executives have to stockholders are 
the ever-expanding of production and the devel- 
opment of topflight executives. Mr. Suman’s speech 
is a compact how-to-do-it blueprint of an excellent 
executive development program. 

According to Mr. Suman, the primary considera- 
tion in planning an executive development program 
is to keep it simple and understandable. The four 
basic factors in Jersey’s development program are: 
First, determine the future management structure 
of the company; second, select the proper men to 
fill the jobs; third, establish a method for apprais- 
ing the men selected; and finally, institute the nec- 
essary training to prepare the candi:. for their 
future responsibility. Jersey uses ~*,:.:. courses 
taught within the company, job rotation and sub- 
stitution, and outside educational experience to as- 
sure that its future leaders gain the knowledge and 
experience necessary for their jobs. 

Among the pitfalls of its executive development 
program that Jersey had to uncover was the danger 
of rotating men from positions too quickly. Realiz- 
ing that “you can’t push maturity upon people,” 
Jersey has reduced the speed of job rotation. Over- 


Review of Pamphlet 


“Growing A Good Executive Crop” 


from a speech by John R. Suman, Vice President and Director, Standard Oil (N. J.) 





emphasis on promotion makes trainees look on the 
program as simply an escalator to higher positions. 
Executive development, says Mr. Suman, must be 
much more comprehensive if it is to do the company 
real good. 

Does it work? Jersey Standard has realized many 
gains from the development program. Indirectly the 
program has brought about an understanding of 
management principles. Better communications have 
resulted from the association of many executive 
levels. The intangibles that separate a department 
head from a president have been somewhat isolated, 
and discussion of these ideas adds to a better under- 
standing of job qualifications. Probably the most 
important result of a planned development program 
is a reduction in chances that a potential executive 
will be missed. 

For those interested in planning an executive 
development program, Growing A Good Executive 
Crop offers the experience of a tested system. Jer- 
sey Standard has graciously consented to send a 
copy of the complete speech free of charge to those 
who may be interested. Address all requests to 
Standard Oil Company (N. J,), Reom 1626, 30 
Rockefeller Plaza, New York 20, New York. 

(Reviewed by John E. Lewis, Jr., former Research 
Assistant, Bureau of Business and Economic Re- 
search, -Georgia State College.) 























